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U.S. Business Conditions 


Restraints applied by the Federal Government to curb 
the current upsurge in business activity have been suc- 
cessful and the U.S. economy has reached a position of 
balance, according to Dr. Arthur F. Burns, Chairman of 
the Council of Economic Advisers. In a speech before the 
Chamber of Commerce of New York State, Dr. Burns 
cited the favorable effects of recent restraints. The wide- 
spread tendency toward increasingly liberal credit terms, 
which existed several months ago, has apparently run 
its course; the quality of new mortgage loans and con- 
sumer installment loans has improved; the growth of 
brokers’ loans has stopped; and, while total loan ex- 
pansion has continued at a rapid rate, funds are coming 
from savings, not from newly created money. Although 
prices of some industrial materials have risen sharply in 
recent months, the average of industrial prices is only 
2 or 3 per cent above that a year ago, and average con- 
sumer prices are unchanged. 

Dr. Burns stated that the recent business expansion has 
been achieved largely through activity in the private 
sector of the economy. From the second quarter of 1954 
to the third quarter of this year, the annual rate of con- 
sumer spending increased by $15 billion, and that of 
state and local spending by $3 billion. Federal Govern- 
ment outlays actually fell at an annual rate of $3 billion 
during this period. 

With the exception of agricultural commodities, in- 
ventories in general are not excessive. While business 
activity is now greater than at the previous peak in 


1953, inventory holdings are smaller. Stocks of new 


Europe 
New Steps in Intra-European Liberalization 


The member countries of the Organization for Euro- 
pean Economic Cooperation (OEEC) have now taken— 
although with some delay—the first steps toward the 
further liberalization of trade that had been decided by 
the OEEC Council in January 1955, i.e., to liberalize, by 
June 30, 1955, 10 per cent of their imports from other 
member countries which were still subject to quotas (see 
this News Survey, Vol. VII, p. 229). The principal 
measures decided on by the OEEC Council in January, 
however, were the increase of the over-all degree of 
liberalization from 75 per cent to 90 per cent, and the 
increase from 60 per cent to 75 per cent of the degree 
of liberalization for each of the three major commodity 


automobiles, which seemed excessive a few months ago, 
are now equal to less than a month’s supply. The inven- 
tory position of the housing industry is also favorable, 
despite the boom in residential construction; vacancies 
amount to only 2.3 per cent of the total stock of dwellings. 


According to government reports, the business boom 
continued unabated in August and September, setting 
new records in income, employment, and construction. A 
small decline in personal income in August was due to 
the extraordinary July increase in payments to federal 
workers, when a retroactive wage increase of $1.7 billion 
was paid. Private income payments actually rose in 
August. Employment in September totaled 64.7 million 
persons, which was higher than in September of any 
previous year. The decline of about 800,000 persons from 
the August figure was due to students returning to school. 
Unemployment declined by 100,000 persons, to 2.1 mil- 
lion. New construction in September was $4 billion. 
When adjusted for seasonal changes, construction outlays 
in the third quarter were at an annual rate of $41.8 bil- 
lion, compared with actual outlays of $37.6 billion in 
1954. Retail sales rose to $15.9 billion in September, 
2 per cent above the preceding month and 12 per cent 
above sales in September 1954. Steel production during 
the week of October 10 is scheduled at the highest level 
on record, i.e., 2,350,000 tons, equal to 97.4 per cent of 
rated capacity. 


Sources: The Journal of Commerce, New York, N. Y., 
October 7 and 11, 1955. 


groups, raw materials, agricultural products, and finished 
products. The date set for the execution of this new liber- 
alization measure was October 1, 1955. 

In the past, a number of member countries have, 
through unilateral action, reached or exceeded the 90 
per cent liberalization which now has become the stand- 
ard. The increase in the liberalization percentage to 75 
for each of the three commodity groups will entail difficult 
decisions by some of the member countries. An escape 
clause has been inserted in the new agreement which will 
make it possible for some of the countries to refrain from 
taking the new measures, not only if they have balance 
of payments difficulties, but also “for protecting their 
national interests,” in which case they would, however, 
have to get approval from the OEEC. 

Switzerland and Belgium, which have already liberal- 
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ized more than 90 per cent of their imports from OEEC 
countries, will now have to increase the degree of liberal- 
ization of agricultural imports only, which at present 
amounts to 63 per cent for Switzerland and 61 per cent 
for Belgium. Other countries, such as Austria, Denmark, 
Norway, and France, have so far liberalized only around 
75 per cent of their total OEEC imports and should 
therefore increase their over-all liberalization percentages. 

France has recently increased its degree of liberaliza- 
tion from 75 per cent to 77.5 per cent. The Danish Gov- 
ernment has stated that it does not intend to increase its 
liberalization beyond the present 78 per cent. When the 
OEEC Council last January asked members to liberalize 
further, Denmark laid down three conditions for its 
agreement to liberalize to 90 per cent: (1) The problem 
of state trading had to be reviewed and imports under 
state trading had to be included in the computation of 
nonliberalized goods; (2) members should work for a 
general reduction of tariffs through GATT, and the OEEC 
countries should prepare a list of goods traded primarily 
within the OEEC area on which tariffs could be reduced; 


(3) effective action should be taken to reduce restrictions 


on imports of agricultural goods. A committee is presently 


trying to define “state trading” but no further action has 
been taken on this problem. No reduction of tariffs has 
been made through GATT, no list of goods has been 
prepared, and there has been no effective action taken 
with regard to agricultural import restrictions. The Danish 
Minister for Economic Affairs declared that, although 
Denmark is not against further liberalization, inaction 
within the OEEC makes it necessary for Denmark to 
preserve its tactical position. At the some time, Denmark 
decided to increase its trade liberalization for imports 
from the dollar area from 38 to 55 per cent of the 1953 
imports, instead of the expected 70 per cent (see this News 
Survey, Vol. VIII, p. 111). The liberalization list con- 
tains goods already liberalized vis-a-vis OEEC countries. 

Greece, Turkey, and Iceland are special cases and need 
not take part in the new liberalization steps, For all of 
the other OEEC countries, i.e., the United Kingdom, 
Germany, Italy, the Netherlands, Portugal, and Sweden, 
the new liberalization measures will hardly be more than 
a formality, since these countries have already eliminated 
import restrictions to an extent corresponding to the 


new requirements. 


Sources: Borsen, Copenhagen, Denmark, September 24, 
1955; Neue Ziircher Zeitung, Ziirich, Switzer- 
land, October 4, 1955. 


U.K. Economic Policy 


The U.K. Chancellor of the Exchequer, speaking at the 
Mansion House on October 4, said that proposals to re- 
duce government expenditure, and any further measures 
necessary to correct the economic situation, would be 
laid before Parliament when it reassembles later this 


month. Capital projects of the nationalized industries 
would be slowed down as far as possible without jeopard- 
izing essential objectives. The Chancellor restated his 
determination to defend the pound at all costs; the recov- 
ery of sterling must be assisted by continuing firmness in 
dealing with inflation at home. The Government will 
not go back on its policy of widening trade and freeing 
payments; it hopes to see a follow-up of the U.S. Presi- 
dent’s lead toward freer trade and more imaginative good 
creditor policies. The nature of the problem must not be 
misjudged; the United Kingdom is suffering from the 
effects of buoyant expansion coupled with insufficient 
restraint at home, and this restraint is to be intensified, 


Commenting on recent economic developments, the 
Chancellor disclosed that there was a small current surplus 
(including defense aid) in the U.K. balance of payments 
in the first half of the year, though he emphasized that 
what is needed is not a bare balance but a large external 
surplus. The volume of exports in 1955 will probably 
be 10 per cent higher than in 1954, but more effort is 
needed and new markets must be invaded. Imports have 
risen steeply; coal imports have cost £47 million, against 
£6 million a year ago. Domestic production has justified 
official expectations, and production of plant, machinery, 
and vehicles has exceeded them; but the economy has 
been overloaded by shortages of lab-z and materials 
and a high level of spending. The outturn of the 1955-56 
budget can confidently be expected to be better than 
forecast last April. 


The Governor of the Bank of England, speaking on the 
same occasion, asserted that in relation to most of the 
principal world currencies the pound is still undervalued 
rather than overvalued, and suggested that this most im- 
portant point is often overlooked. He noted that the effect 
on sterling of the measures of February 24 was immediate 
and decisive, and that the rise in U.K. interest rates had 
influenced commodity prices so as to improve the terms 
of trade. While the immediate results at home have been 
disappointing, the measures were probably more effective 
from April onward than has been generally supposed. 
But the direct impact of monetary policy falls on a 
smaller proportion of the economy than formerly; its 
impact on borrowing and spending can be outweighed 
by action of the public authorities and nationalized in- 
dustries, while its impact on consumption may be out- 
weighed by the level of earnings and fiscal policy. The 
high level of taxation decreases the sensitivity of business 
to a rise in interest rates. International capital move- 
ments, though not insensitive to interest changes, respond 
less freely than before the war. A good beginning has 
been made in the attack on inflation, and government 
action is now eagerly awaited. Monetary policy still 
exercises a gradual and pervasive influence over a much 
wider field and, while money weapons should not be 
loaded with more responsibility than they can effectively 
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discharge, it would be most unwise not to make full use 

of them. 

Sources: The Financial Times, October 5, 1955, and The 
Economist, October 8, 1955, London, England. 


Sterling Area Reserves and Exchange Rates 

The gold and dollar reserves of the sterling area fell 
by $112 million in September, to $2,345 million. Some 
$59 million was paid to EPU in settlement of the August 
deficit, $2 million was paid to EPU bilateral creditors, 
and $8 million was paid to Canada as a further quarterly 
installment on the interest-free loan; $2 million was re- 
ceived from U.S. defense aid, leaving a residual deficit 
of $45 million—an improvement over the corresponding 
August deficit of $53 million. A £38 million deficit with 
EPU in September will call for payment of some $80 
million from the reserves this month. 

The U.K. Treasury states that the loss of reserves and 
the EPU deficit were virtually all incurred in the first half 
of the month. Although the outflow of reserves then 
ceased, there had not been any marked recovery of these 
losses by the end of the month. Commenting on develop- 
ments, the Economist notes that there was a gold and 
dollar loss of $335 million in the third quarter, against 
a loss of only $82 million in the first half of 1955. The 
recent drain marks the strong adverse psychological 
forces at work in a period of heavy seasonal payments on 
commercial account. These pressures abated in mid- 
September (see this News Survey, Vol. VIII, p. 110), and 
sterling has recently gained strength in the exchange 
markets. 

The recovery in sterling, against both dollars and Euro- 
pean currencies, continued in the week ended October 8, 
though rates for transferable and security sterling showed 
smaller relative gains. In New York on October 11, spot 
sterling was quoted at $2.79! and transferable sterling 
at $2.76,'5. 

Sources: The Financial Times, October 5 and 8, 1955, 
and The Economist, October 8, 1955, London, 
England; The Journal of Commerce, New York, 
N. Y., October 13, 1955. 


Netherlands 1956 Budget 

The Netherlands budget for the calendar year 1956 
shows a deficit of f. 580 million, compared with f. 1,113 
million in the revised 1955 budget. Total expenditures 
are expected to decline to f. 6.6 billion in 1956, from 
f. 7.7 billion in 1955; and total revenue is estimated at 
f. 6.1 billion, compared with f. 6.6 billion in 1955. The 
cash budget deficit during 1955 will be about f. 750-900 
million. The cash deficit for 1956 is tentatively estimated 
at f. 550-600 million. The Minister of Finance expected 
no difficulties in financing this deficit. 


Sources: De Maasbode, Rotterdam, Netherlands, Septem- 
ber 21, 1955; Het Financieele Dagblad, Amster- 
dam, Netherlands, September 21, 1955. 


Norway's Balance of Payments Problems 


In a recent speech discussing the country’s economic 
position, the Norwegian Minister of Commerce and 
Shipping observed that the tightening of credit has not 
been pursued to such an extent that the development of 
economically useful projects has been hampered. The 
Minister estimated the present balance of payments deficit 
on goods and services at NKr 550 million, whereas only 
a few months ago the estimate had exceeded NKr 1,000 
million. The improvement is a result of higher freight 
earnings and larger exports. Thus there has been an 
opportunity to examine more closely the positive long-run 
measures that might help to improve the situation, the 
Minister stated. He again warned against a cutback in 
the liberalization of imports; instead, an expansion of 
liberalization should be sought, he observed, recalling 
thatsome ‘time ago the Government’ had’ submitted’ "to 
the OEEC a list of the few commodities that it would 
prefer to have remain under import control even if there 
were no foreign exchange difficulties. 

The Minister believed that, in the longer run, the solu- 
tion to Norway’s foreign exchange difficulties lies in the 
size and composition of investments. Investments should 
be concentrated more in sectors producing goods, and 
labor should be transferred to activities producing goods. 
Norway cannot pay for imports through building and 
construction activity. It should be possible to increase 
productivity further both within the combined investment 


The Minister 


program and with existing equipment. 


concluded by stating that industries earning foreign 
exchange should be expanded, and that Norway should 
adapt itself increasingly to the requirements of the prin- 


ciple of international division of labor. 


Source: Norges Handels og Sj¢jartstidende, Oslo, Nor- 
way, October 7, 1955. 


Swedish Pension Plan 


A government committee in Sweden has proposed a 
general pension plan which eventually would result in all 
income earners in Sweden being pensioned at the age 
of 67. It would ensure each earner a pension equal to 
36 per cent of his average annual earnings during his 
working life. The scheme would begin to function in 
1958, employers paying the premium with the option of 
requiring employees to pay one half. This is the second 
sweeping social reform in Sweden in a few years; a gen- 
eral system of aid during sickness came into force this 
year. 

Under the proposed pension plan, premiums would be 
payable from the age of 17 to 64; during the initial stages 
of the plan, however, even those who had paid premiums 
for no more than one year would be entitled to a modified 
penston. As from 1974, a full pension would be given to 
any person who had paid premiums for 16 years. The pre- 
miums levied in the first few decades would exceed the 





paid-out pensions by considerable sums, and it is expected 
that by 1980, when the scheme would have reached full 
effect, the accumulation of funds would amount to between 
SKr 13 billion and SKr 17.7 billion (between US$2.5 
billion and US$3.4 billion). The premiums would then be 
adjusted so that they would cover only the difference 
between the interest from the fund and the pensions 
paid out. 


At present, Sweden has an old age pension scheme 
under which every person more than 67 years of age 
receives a monthly pension of about SKr 150, regardless 
of his previous earnings. It is proposed that, for some 
tine, this scheme be maintained along with the new 
system. 

Source: Svenska Dagbladet, Stockholm, Sweden, Octo- 
ber 6, 1955. 


Icelandic Trade Agreements 


Iceland and the U.S.S.R. have agreed on new lists of 
commodities to be exchanged during 1956, in accordance 
with the trade agreement signed on August 1, 1953 (see 
this News Survey, Vol. VI, p. 59, and Vol. VII, p. 3). 
The value of exports will amount to US$10.9 million in 
each direction. Icelandic exports will include 20,000 
metric tons of frozen fish fillets, 15,000 tons of salted 
herring, and US$0.3 million worth of other fish products, 
fish oil, and fish meal. Iceland will receive from the 
U.S.S.R. 250,000 tons of oil, 40,000 tons of gasoline, 
30,000 tons of cement, 5,000 tons of wheat, and 2,500 tons 
of rye flour, in addition to iron pipes and cast iron. The 
new lists represent a slight increase in trade between the 
two countries. 

During the first seven months of this year, Icelandic 
exports to the U.S.S.R. were valued at $3.6 million, and 
imports at $3.8 million. The exports included 11,380 
metric tons of frozen fish, or 47.4 per cent of Iceland’s 
total exports of frozen fish. 

Iceland has also renegotiated a trade agreement with 
Czechoslovakia and will export, among other products, 
8.000 tons of frozen fish fillets. Total trade is estimated 
at $4.3 million in each direction. Iceland’s exports to 
Czechoslovakia in 1954 were valued at $2.8 million. 
Source: Norges Handels og Sjejartstidende, Oslo, Nor- 

way, October 4, 1955 


West German Export Deficit 


\ sharp rise in imports by Western Germany resulted 
in a trade deficit of DM 31 million in August, in contrast 
to a surplus of DM 66 million in June and of DM 33 mil- 
lion in July. August is the second month this year for 
which a deficit has been reported, a small deficit of DM 7 
million having occurred in April. These figures, when 
compared with the export surplus of DM 808 million 
attained in the three-month period June-August 1954, il- 
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lustrate the sharp change that has taken place in Western 

Germany's foreign trade position. 

Source: Bank deutscher Lander, Monthly Report, Frank- 
furt am Main, Germany, September 1955. 


German Industrial Activity 


The increased productivity of industry in Western Ger- 
many accounts for the fact that the number of persons 
employed has increased at a lesser rate than industrial 
output. The Federal Statistical Office reports that, while 
the number of persons employed in the second quarter 
of 1955 was 3.9 per cent greater than in the first quarter, 
output increased by 5.9 per cent. When compared with 
the second quarter of 1954, the increase in output was 
18.7 per cent, a little less than the increase (19.5 per cent) 
in the first quarter of this year over the first quarter 
of 1954. 

From the first quarter to the second quarter of 1955, 
the increase in output by industries classified as basic 
and production goods industries was 9.6 per cent, and 
for the capital goods industries the increase was 7.2 per 
cent. Output by the consumer goods industries and the 
mining industry, on the other hand, showed seasonal de- 
clines of 1 per cent and 3.2 per cent, respectively. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Sep- 

tember 20, 1955. 


Middle East 


Egypt's Dollar Import Entitlement System 


The Egyptian dollar entitlement scheme, which was not 
affected by the abolition of the import entitlement ar- 
rangements for sterling and deutsche marks on Septem- 
ber 1 (see this News Survey, Vol. VIII, p. 120), was 
abolished on September 27. If “entitlement dollars” had 
continued to be available at a premium, they could have 
been converted into transferable sterling, and there would 
have been a double set of cotton futures prices, one based 
on official sterling and the other on the unofficial “entitle- 
ment dollar” rate. For the same reason, cotton exports 
under “B” Accounts have also been suspended. These 
accounts were credited with Egyptian pounds which were 
paid for certain imports and which have been offered in 
continental markets, mainly Ziirich, at discounts roughly 
corresponding to the premiums on entitlement sterling 
and dollars. 


Source: The Economist, London, England, October 1, 
1955. 


Note Issue in Syria 


An agreement was signed on September 1 between the 
Syrian Government and the Bank of Syria and Lebanon 
which terminates the privileges of the Bank as a bank of 
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issue. The Bank of Syria and Lebanon was constituted a 
bank of issue in 1920. Its privileges were renewed in 
1938, and were to terminate in 1967. In view of the earlier 
termination of its privileges, the Bank will be indemnified 
to the extent of LS 3.5 million. The note issue function 
will be transferred to the Central Bank of Syria, the 
whole of whose capital is held by the Government and 
which will normally not compete with other banking in- 
stitutions. 


Source: Marchés Coloniaux du Monde, Paris, France, 
September 24, 1955. 


Israel's Import Policy 


The Israeli Ministry of Finance and the Bank of Israel 
have decided to require cash deposits, ranging in some 
cases up to 100 per cent, by persons wishing to open 
letters of credit in connection with expected imports. Im- 
porters of essential goods, however, may be permitted to 
deposit only 25 per cent of the value of the letter of 
credit, and in certain cases they will not be required to 
put up any deposit at all. Hitherto, there has been no 
ruling about letters of credit, and banks often opened 
them without any deposits whatsoever. 

Source: The Jerusalem Post, Jerusalem, Israel, October 5, 


1955. 
Far East 


Increase in Indian Steel Prices 


The Indian Ministry of Commerce and Industry has 
announced that, effective immediately, the average price 
of steel will be increased by about Rs 80 (US$16.80) per 
ton, to Rs 500 ($105) per ton. The Ministry stated that 
the change had become necessary in view of the widening 
of the gap between Indian steel prices and world prices, 
and the need for importing substantially larger quantities 
of steel to be subsidized from the Equalization Fund. 

The last price increase in India occurred on July 1, 
1955. Since then there have been further increases in 
steel prices outside India. Even after this latest increase, 
Indian steel prices will be lower than world prices by 
about Rs 150 ($31.50) per ton. The increase, however, 
is not uniform: prices of categories commonly used by 
agriculturists and certain processing industries, including 
galvanized and corrugated sheets, will be increased by less 
than Rs 80 per ton, while those of other categories will 
be increased by a greater amount. 


Source: The Times of India, Bombay, India, October 2, 
1955. 


Indian Jute Textile Program 


The Board of Directors of the National Industrial 
Development Corporation has announced that financial 
assistance will be available for the rehabilitation and 


129 


modernization of the Indian jute textile industry. A com- 
mittee has been set up, comprising leading figures in the 
jute textile industry, under the chairmanship of Mr. Biren 
Mookerjee, Managing Director of the Indian Iron and 
Steel Company, to consider applications for loans from 
jute mills, repayable over a number of years, with in- 
terest at 444 per cent. 


Source: The Financial Times, London, England, Septem- 
ber 17, 1955. 


Indian Handloom Industry Program 


The All-India Handloom Board has approved the draft 
five year plan prepared by the Board Secretariat, which 
establishes a target of 3 billion yards of handloomed 
cloth to be achieved by the end of the Second Five Year 
Plan (March 1961). The draft plan envisages an ex- 
penditure of Rs 1 billion (US$210 million), of which 
Rs 600 million ($126 million) will be in grants and 
Rs 400 million ($84 million) will be in loans. The major 
items of expenditure are Rs 218 million for the provision 
of working capital to weavers’ cooperative societies, 
Rs 150 million for rebates, Rs 110 million for the estab- 
lishment of a thrift fund for weavers belonging to coop- 
erative societies, and Rs 190 million for the construction 
of weavers’ housing colonies. 

Source: Embassy of India, /ndiagram, Washington, D. C., 
September 23, 1955. 


Coconut Replanting in Ceylon 


The Government of Ceylon has approved a coconut 
replanting and rehabilitation scheme for the period 
1955-64, under which 150,000 acres will be replanted. The 
Government will sell 9 million seedlings to growers at 
20 Ceylon cents each. Fertilizer is to be issued to growers 
at a subsidized price; the estimated cost of the subsidy is 
Rs 1.8 million (US$380,000). Reductior: in the import 
duties on fertilizers, implements, tractors, spare parts, 
diesel oil, and barbed wire are also being considered. 

About 40 per cent of the coconut trees in Ceylon are 
over 60 years of age, and about 450,000 acres will need 
replanting sooner or later. Some 50,000 acres have been 
replanted since 1948. 

Source: Ceylon News, Colombo, Ceylon, September 1, 
1955. 


United States 
U.S. Interest Rates and Credit Conditions 


During September and early October, short-term inter- 
est rates in the United States have again risen slightly, to 
the highest levels in more than two years. (See also this 
News Survey, Vol. VIII, p. 85.) Yields on new 90-day 


Treasury bills have risen from 2 per cent to 244 per cent, 
while the rate on 90-day bankers’ acceptances has been 
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raised by %, per cent and that on prime 4-6 months’ 


commercial paper has advanced by per cent. (Long- 
term interest rates, however, have eased slightly, and the 
yield on 40-year 3 per cent Treasury bonds has declined 
from about 3.05 per cent at the end of August to 2.99 
per cent in early October.) Underlying the short-term 
rates has been a continuing demand for bank credit 
coupled with a firm Federal Reserve credit policy. In the 
three months since June, loans of weekly reporting mem- 
ber banks have risen by $1.8 billion, of which about two 
thirds has been commercial, industrial, and agricultural 


loans and most of the remainder has been real estate 


and consumer loans. With prevailing tight reserve posi- 


tions, the rise in loans has been facilitated by reductions 


of $1.7 billion in U.S. Government security holdings of 
these banks. 


reserve position has been an increased flow of currency 


For all banks, a restrictive factor in the 


into circulation, together with some transfer of Treasury 
ind other deposits to the Reserve Banks. Less than half 
of these movements, which have totaled about $700 mil- 
lion in the past three months, has been offset by Federal 
Reserve purchases of government securities; most of the 
balance has had to be met by increased member bank 
borrowings at the Reserve Banks. The member bank 
reserve position in fact shifted from net free reserves 
(excess reserves less borrowings) of $90 million at the 
end of June to net borrowings of about $240 million by 
the end of August, and it continued at about this level 
during September. 

The Journal of Commerce, New York, N. Y., 
October 6 and 11, 1955; Board of Governors 
of the Federal Reserve System, weekly state- 
ments on condition of Federal Reserve Banks 
and reporting member banks, Washington, D. C. 


U.S. Agricultural Situation 


Farm prices and incomes in the United States this year 
have continued the decline from the advanced levels 
reached early in the Korean war period. An increase of 
3 per cent over the 1954 harvest is indicated for this year’s 
crops, despite planting restrictions and lower price sup- 
ports on important crops. Production of livestock and 
products has increased further. Although consumer in- 
come has been at a record level, rising demand has not 


Sources: 


matched the increase in farm output, and exports are still 
considerably below those prevailing during most of the 
postwar period. 

Rapidly rising productivity in recent years has enabled 
a declining number of farmers to increase total output. 
Average production per person in agriculture is now 
about one-third larger than in 1947-49. Reflecting the 
decline in farm population, per capita income has been 
maintained relatively higher than total farm income. 

The limiting effect of controls over certain commodities 
upon total farm output has been offset by higher yields 
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and increased output of noncontrolled farm products. 
During the past two years, close to 10 per cent of the 
harvested acreage has been shifted from controlled wheat 
and cotton into feedgrains other than corn and into hay 
and soybeans. Present forecasts of harvests of feed in- 
dicate that they will be 6 per cent larger than last year. 
Indicated yields for wheat and cotton are considerably 
higher this year, so that estimated declines in restricted 
output are only about one half those in acreage. Many 
farmers disregarded planting restrictions on corn this 
year, thus contributing to the current large crop. Live- 
stock production is greater than a year ago, with hog 
marketings in the first half of this year 15 per cent above 
the corresponding 1954 period. Cattle slaughter has re- 
cently risen about 10 per cent. 

Prices received by farmers recently have averaged 
about 5 per cent below prices a year ago. Reflecting large 
actual and prospective supplies and the reduction in sup- 
port levels, crop prices in mid-August were 8 per cent 
below those in August 1954. Wheat supports are 7 per 
cent below the 1954 level, and market prices 10 per cent 
below. The support level next season will be $1.81 per 
bushel, compared with $2.08 this year. Prices of feed- 
grain (excluding corn) and of oilseed crops in early 
September averaged 15 per cent below prices a year 
earlier, largely owing to lower support levels. 


The value of exports of farm products during the year 
ended June 30 totaled $3.1 billion, a 7 per cent increase 
over the previous year. Government programs to stimulate 
disposal of surplus government stocks were an important 
factor in the increase. About 30 per cent of farm exports 
in the 1954-55 fiscal year was facilitated by government 
financing, compared with 24 per cent in 1953-54 and 19 
per cent in 1952-53. Sales for foreign currencies, the 
largest of these programs, accounted perhaps for $350 
million of exports in 1954-55. 

Source: Board of Governors of the Federal Reserve 
System, Federal Reserve Bulletin, Washington, 
D. C., September 1955. 


Export-Import Bank Policies 


New credits authorized by the Export-Import Bank of 
Washington during the first half of 1955 totaled $337 
million, the largest total for any six-month period in the 
history of the Bank’s operations. This increased activity 
has been due in part to a change in the character of 
loans made by the Bank. With the return of a buyer's 
market in world trade, competition has increased, and 
U.S. manufacturers and exporters have approached the 
Bank for assistance in financing exports. For the past 
year, the Bank has been establishing credit lines for 
exporters to enable them to meet the competitive time- 
financing of European exporters. Under these credit lines, 
the U.S. exporter participates to the extent of 20 per cent 
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of the sale price of the export sale, and the foreign buyer 
is required to make an advance payment of 20 per cent. 
The Bank agrees to guarantee or to purchase the re- 
maining 60 per cent without recourse to the exporter. 
As of June 30, 90 export credit lines totaling $145 million 
had been authorized. 


The Bank seeks to obtain the maximum of private cap- 
ital participation in its lending operations. The statutory 
policy of the Bank is that its loans shall supplement and 
encourage, but not compete with, private capital. Its 
loans and guarantees represent credit transactions that 
would not have been undertaken by private lending in- 
stitutions. Products and services financed by the Bank 
have contributed to the economic development of the 
importing countries, thus resulting in continuously ex- 
panding markets for future imports from the United 
States. The Bank currently provides direct financing of 
exports and guarantees against nonpayment due to all 
types of risk, including nontransferability of U.S. dollars. 
The statute of the Bank requires that its loans offer reason- 
able assurance of repayment. Its policy in regard to loans 
to countries with acute dollar shortages is to finance only 
the shipment of capital goods that may be expected to 
assist a country to earn or to conserve dollar exchange. 
Where no exchange problem is anticipated, imports of 
almost any kind of goods from the United States will be 
assisted if the terms required are such that private financ- 
ing is not available. This selective approach has been 
found to be best adapted to the international trading 
position of the United States. 


Source: The Export-Import Bank of Washington, Twen- 
tieth Semi-Annual Report to Congress for the 
Period January-June 1955, Washington, D. C. 


Latin America 


Economic Developments in Mexico 


Mexico achieved an international payments surplus in 
the first half of 1955. By the end of August, gold and 
dollar reserves were $305 million, $169 million more than 
in September 1954. Exports in January-June 1955 were 
$373.2 million, 32 per cent more than in the previous 
year, and tourist receipts increased by $6.1 million, to 
$161.6 million. Excellent harvests reduced the need for 
food imports, but purchases of machinery rose sharply. 
Improved business conditions and the more favorable 
balance of payments have, however, added to inflationary 
pressures. The general price index has risen by 23 per 
cent since March 1954, and recent labor contracts call for 
further wage increases of 15 per cent. 


Source: The Chase Manhattan Bank, Latin-American 
Business Highlights, New York, N. Y., Septem- 
ber 1955. 


Economic Developments in Venezuela 


Petroleum output in Venezuela averaged a record 2.1 
million barrels daily during the first half of 1955. In 
spite of large-scale public works, the Government has 
been able to realize budget surpluses amounting to $130 
million in 1953-54 and to $83.5 million in 1954-55. A 
surplus of $100 million is anticipated in 1955-56. The 
surpluses were placed in a reserve to finance special 
long-range development projects. Tax payments by the 
oil industry, which amount to more than half its net 
profits, have provided 65 per cent of the Government's 
revenue. 

In recent years agriculture, aided by an effective gov- 
ernment development program, has made substantial 
progress. Venezuela is now self-sufficient in corn and rice, 
and all sugar requirements are expected to be covered by 
domestic production this year. Food accounted for only 
15 per cent of total imports in 1954, compared with 21 
per cent in 1950. 

An average of 24 per cent of Venezuela’s gross product 
has been ploughed back into investment in the last five 
years. Private investment accounted for 79 per cent of 
the total in 1954, against 59 per cent in 1950. In spite 
of this rapid development, prices and the cost of living 
have been stable since 1948. 


Source: The Chase Manhattan Bank, Latin-American 
Business Highlights, New York, N. Y., Septem- 
ber 1955. 


Brazilian “Clearing Dollars” 


The German-Brazilian “clearing dollar,” recently made 
available also to British and Dutch importers for pay- 
ments to Brazil (see this News Survey, Vol. VIII, p. 75), 
has practically ceased to exist. As of September 28, the 
total amount still outstanding was $6.8 million, but it is 
assumed that, when numerous letters of credit are taken 
up, the account will be completely exhausted. In the 
future, German payments to Brazil will therefore be made 
in partly convertible deutsche marks, a currency which, 
on the Brazilian side, will be pooled together with guilders 
and sterling under the name “ACL dollars” (ACL = Area 
of Limited Convertibility) . 

Source: Bank deutscher Lander, Monthly Report, Frank- 


furt am Main, Germany, September 1955. 


Petroleum Production in Peru 


Preliminary statistics indicate that the volume of crude 


petroleum production in Peru during the first half of 


1955 was 9 million barrels, some 4.5 per cent greater 


than the semiannual rate last year. (In the entire year 
1954, 17.2 million barrels were produced.) Although the 
increase this year was rather small, it met domestic de- 
mand and also permitted the expansion of exports of 


crude and processed petroleum. During the first five 
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months of this year, petroleum exports were at an annual 
rate about 20 per cent higher than in 1954. 

Petroleum exploration and drilling by eight foreign 
and Peruvian companies are proceeding intensively in 
three main areas (Sechura Desert on the northern coast, 
Pisco on the southern coast, and Amazon in the east). So 
far this year, only one oil deposit of commercial signifi- 
cance has been struck by a Peruvian company in the 
Sechura area. 


Source: La Prensa, Lima, Peru, September 3, 1955. 


Increase in Bolivian Mineral Production 


Tin purchased by the Bolivian Mining Bank in the 
second quarter of 1955 averaged 372 tons per month, com- 
pared with 282 tons per month in the first quarter. Lead 
purchases rose from an average of 536 tons per month 
in the first quarter to 1,127 tons per month in the second 
quarter. The Bank attributes the increased production 
to the new price and bonus incentives to the private min- 
ing industry provided by a decree of March 23, 1955 
(see this News Survey, Vol. VII, p. 339). The increase 
is expected to continue during the remainder of the year. 
Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., October 10, 1955. 


Other Countries 


Australian Wool Prices 


Wool prices at Australian auction sales continued to 
fall a little in September, the general level toward the 
end of the month being comparable with that of October 
1949. The tighter monetary conditions in the United 
Kingdom, the United States, and Europe affected the bid- 
ding of many overseas buyers. 


Source: National Bank of Australasia, Wool Letter, Mel- 
bourne, Australia, September 27, 1955. 


New Zealand Credit Measures 


The Reserve Bank of New Zealand has announced an 
increase, effective October 7, in the minimum balances 
that banks are required to maintain at the Reserve Bank. 
Balances held against demand liabilities have been in- 
creased from 211% per cent to 24 per cent of such liabili- 
ties; the reserve ratio for time liabilities remains unaltered 
at 74% per cent. The increase in the reserve ratio will 
require banks to maintain with the Reserve Bank balances 
of £NZ 58.7 million, compared with the former £NZ 53 
million. This will restore the trading banks’ net indebt- 
edness to the Reserve Bank to approximately £NZ 12 mil- 
lion, an amount equal to that reached when the previous 
ratio was fixed on August 1, 1955 (see this News Survey, 
Vol. VIII, p. 116). 


Source: The Financial Times, London, England, Octo- 


ber 7, 1955. 
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South African Discount Rate 


The Reserve Bank of South Africa’s discount rate has 
been raised from 4 per cent to 444 per cent, and market 
rates for short money, bills, and government securities 
have risen by 4% per cent. This is the first change in the 
discount rate since 1952, though money market rates had 
increased in March, following the two increases in the 
Londo: bank rate (see this News Survey, Vol. VII, 
p. 283). The wide margin in favor of London had at- 
tracted funds that might otherwise have moved to South 
Africa. The Reserve Bank intends to enter the gilt-edged 
market in order to bring yields on short-term stocks from 
3 per cent to 314 per cent and on long-term stocks from 
4\, per cent to 44% per cent. 


Source: The Economist, London, England, October 1, 
1955. 


Gold Coast Currency 


The Gold Coast Minister of Finance has ratified a con- 
tract with Messrs. Thomas De La Rue and Co. for the 
provision of banknotes to be used when the Gold Coast 
has attained full independence (see this News Survey, 
Vol. VII, p. 388). These notes will replace those of the 
West African Currency Board, which are also used in 
Nigeria, Gambia, and Sierra Leone. The Minister stated 
that there were problems connected with the issue of 
coins which were not yet resolved, and that Gold Coast 
coinage would not be introduced until a year or more 
after the banknotes were put into circulation. No nation 
could be regarded as fully independent which shared a 
common currency with its former colonial neighbors. The 
Government is, however, convinced that for many years to 
come the interests of the Gold Coast would be best served 
by a close link with sterling. 


Source: The Times, London, England, September 20, 
1955. 


International Financial News Survey, written by 
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